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FEDERAL ENERGY REGULATORY COMMISSION
Annual report forms have been amended for electric utilities, natural gas companies.
and oil pipeline companies subject to regulation by the Federal Energy Regulatory
Commission (FERC). the Commission announced recently (see the 10/19/88 Fed. Reg.,
pp. 40875-78).
FERC is replacing its current "Statement of Changes in Financial
Position," one of the Commission's basic financial statements in the annual report
forms with a "Statement of Cash Flows."
The change in statement, the Commission
said, complies with FASB's Statement of Financial Accounting Standards No. 95,
"which requires a company to implement this change in financial statements for
fiscal periods ending after 7/15/88."
The release also provides guidance on the
treatment of the Allowance for Funds Used During Construction in the "Statement of
Cash Flows."
The effective date of the FERC order is 11/18/88.
For further
information after reading the order, contact Julia Lake White at FERC at 202/3578530.

INTERSTATE COMMERCE COMMISSION
A

final rule concerning elimination of accounting and reporting requirements for
motor carriers of property has been issued by the ICC (see the 10/17/88 Fed. Reg.,
pp. 40428-29).
The rule, which becomes effective 11/16/88, would require the
following:
1) Annual reporting from Class I and Class II motor carriers; 2)
Retaining the Uniform System of Accounts; 3) Adopting a condensed annual report
form with optional expense matrix; 4) Adopting a three-page quarterly report form;
and 5) Incorporating separate household goods carrier data in both annual and
quarterly report forms. The ICC said its final rule had been revised from the
decision which it published in the 4/1/87 Federal Register. That decision would
have required the following:
1) Reducing quarterly report Form QFR and annual
report Form M; 2) Subjecting only Class I motor carriers to periodic reporting;
and 3) Not prescribing the Uniform System of Accounts.
For further information
after reading the final rule, contact William F. Moss at the ICC at 202/275-7510.

SECURITIES AND EXCHANGE COMMISSION
Consideration of whether to issue a concept release on timely review of interim
financial information will be the topic of an SEC open meeting to be held on
10/25/88.
The SEC said the concept release invites comments on whether the
Commission should propose a requirement that 1) interim financial data of
registrants be reviewed by independent accountants before such information is
filed with the SEC, and 2) a report issued by the independent accountant upon
completion of his review be included by the registrant in its Form 10-Q and in any
registration statements that include interim information.
The meeting is
scheduled to begin at 10:00 a.m. in Room IC30 of the SEC headquarters,
450 Fifth
St., N.W. Washington, D.C.
For further information, contact Jack Parsons at
202/272-2130.

Correspondence with SEC staff regarding accountants' independence will be made
available to the public "as soon as practical after the staff response is sent or
given to the requesting party unless confidential treatment is granted." the SEC
announced in an interpretive release.
The SEC said in the release, signed
10/19/88, that its Office of the Chief Accountant "responds to requests for its
views on whether particular relationships between a registrant and its affiliates
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and an accountant may prevent the accountant from being considered independent for
the purpose of auditing financial statements filed with the Commission by such
persons.” Previously, the SEC said, this correspondence was not available to the
public until 30 days after the staff's response was sent or given to the
requesting party.
The release does not alter the Commission's present policy for
temporary confidential treatment for independence letters, the SEC noted.
The
interpretive release will become effective 30 days after publication in the
Federal Register. For further information after reading the interpretive release,
contact John Riley or Robert Burns at the SEC at 202/272-2130.

TREASURY, DEPARTMENT OF
Standard mileage rates for automobiles used in business, for charitable use, and for
medical and moving expense purposes were announced 10/19/88 by the IRS. According
to the IRS, the business-use rate for 1988 will be 24 cents a mile for the first
15,000 miles for a car that is not fully depreciated, up from the 22.5 cents used
in 1987.
The rate after the first 15,000 miles of business use of an automobile
that is not fully depreciated and for all business use of an automobile that is
fully depreciated is the same as in 1987--11 cents a mile.
The IRS said that for
an automobile used for charitable activities, the rate used in computing
deductions for 1988 will remain at 12 cents a mile, and for medical and moving
expense purposes, the rate will remain at nine cents a mile in 1988. For business
use of an automobile, the taxpayer may deduct either the business standard mileage
rate or actual expenses.
Furthermore, the IRS said that taxpayers may also deduct
the business portion of parking fees and tolls.
The mileage rate for business
transportation paid to employers by employees in 1988 is increased to 24 cents a
mile--up from the 22.5 cents a mile used in 1987.
Revenue Procedure 88-52, which
sets out the standard mileage rates for 1988, and Revenue Ruling 88-92, which sets
out the mileage allowance for transportation paid by employers to employees for
1988, are scheduled to be published in Internal Revenue Bulletin No. 1988-44,
dated 10/31/88.
For further information after reading the revenue ruling and
procedure, contact Morton Meretsky at the IRS at 202/566-3637.

A discussion draft on intercompany pricing, concerning section 482 of the Internal
Revenue Code, prepared by the Department of the Treasury and the IRS, has been
released. Section 482 authorizes the Secretary to allocate income, deductions,
and other tax items among related taxpayers to prevent evasion of taxes or to
reflect their incomes clearly.
The Tax Reform Act of 1986 (TRA '86) amended
section 482 by providing that the income from a transfer or license of intangible
property must be commensurate with the income attributable to the intangible. The
congressional Conference Committee Report on TRA '86 also recommended a
comprehensive study of intercompany pricing rules by the IRS, including
consideration of whether the existing regulations could be modified in any
respect.
The discussion draft presents the findings and recommendations of the
IRS and Treasury Department and is comprised of four parts. Part I recounts the
history of section 482 and evolution of issues leading to the 1986 amendments;
Part II discusses Congress' 1986 change to section 482 and explains that this
standard requires periodic, and generally prospective, adjustments to transfer
prices to reflect significant changes in the income attributable to intangible
property.
Part II concludes, the discussion draft states, that the commensurate
with income standard is fully consistent with the arm’s length principle.
Part
III explores the economic theory underlying section 482 and proposes a methodology
for allocating income, and thereby determining transfer prices in such cases,
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which draws upon various methods that have been used on an ad hoc basis by the
IRS, taxpayers, and the courts. Part IV examines cost sharing arrangements and
relevant implications arising from the 1986 legislation.
The Treasury Department
and the IRS are soliciting comments on the discussion draft by 2/15/89 and
anticipate that those comments will be taken into account in drafting proposed
regulations and in examining issues not discussed in the exposure draft--including
such areas as the services portion of the section 482 regulations,
the impact of
currency fluctuations on transfer pricing, a more detailed review of functional
analysis, and the proper methodology for valuing assets under the various "fourth
method" approaches described in the study.
Comments should be submitted in
triplicate to the Office of Associate Chief Counsel (International), Branch 1, 950
L ’Enfant Plaza South, S.W., Room 3319, Washington, D.C. 20024.
The exposure draft
is expected to be published in the Federal Register soon.

SPECIAL:

PRESIDENT SIGNS BILL ESTABLISHING TREASURY IG

Legislation creating a statutory office of Inspector General for the Department of
Treasury and several other Federal agencies was signed by President Reagan and has
become Public Law 100-504 (see the 8/1/88 and the 10/10/88 W ash. Rpts.).
Earlier
this year, the final version of the measure, S. 908, was unanimously approved by
the House and the Senate.
The public law establishes an Inspector General at the
Department of Treasury and grants the Treasury IG the authority to oversee IRS'
existing internal audit and investigation systems, as well as authority to
initiate independent internal audits.
Public Law 100-504 also establishes
inspector general positions at the Department of Justice, the Federal Emergency
Management Agency, the Nuclear Regulatory Commission, and the Office of Personnel
Management.
Public Law 100-504 was signed by the President on 10/18/88.
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